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9DOXH FDSWXUH VHHNV WR JHQHUDWH UHYHQXH E\ H[WUDFWLQJ D SRUWLRQRI WKH JDLQV LQ WKH YDOXH RI ODQG WKDW UHVXOW IURP
LPSURYHPHQWV WR WUDQVSRUWDWLRQ QHWZRUNV,Q WKLV SDSHU ZH LGHQWLI\ YDOXH FDSWXUH VWUDWHJLHV LQFOXGLQJ ODQG YDOXH
WD[HV WD[ LQFUHPHQW¿QDQFLQJVSHFLDODVVHVVPHQWV WUDQVSRUWDWLRQXWLOLW\ IHHVGHYHORSPHQW LPSDFW IHHVQHJRWLDWHG
H[DFWLRQV MRLQWGHYHORSPHQWDQGDLU ULJKWV:HHYDOXDWHHDFKRI WKHSROLFLHVDFFRUGLQJ WRIRXUFULWHULDHI¿FLHQF\








,Q WKHPDMRULW\ RI MXULVGLFWLRQV LQ WKH8QLWHG6WDWHVZLWK UHVSRQVLELOLW\ IRU SURYLGLQJ WUDQVSRUWDWLRQ
LQIUDVWUXFWXUHDQGVHUYLFHVWKHVWUXFWXUHRIV\VWHPVRIWUDQVSRUWDWLRQ¿QDQFHLVFKDQJLQJLQZD\VWKDWPD\
QHFHVVLWDWHPDMRUFKDQJHV LQ WKHQH[WFRXSOHRIGHFDGHV7D[HVRQPRWRU IXHOV ORQJDPDLQVWD\RI WKH
FXUUHQW V\VWHPRI¿QDQFHDW WKH IHGHUDODQGVWDWH OHYHOV DUHZHDNHQLQJDVDEDVHRI VXSSRUW LQ OLJKWRI
UHGXFHGIXHOFRQVXPSWLRQDQGWKHORQJHUWHUPWUDQVLWLRQWRYHKLFOHVWKDWUHO\OHVVRUSHUKDSVQRWDWDOORQ
JDVROLQH DV D IXHO IRU SURSXOVLRQ /LNHZLVH PRUH GLUHFW IRUPV RI XVHU FKDUJLQJ IRU URDG XVH VXFK DV
FRQJHVWLRQ SULFLQJ KDYH SURYHQ SROLWLFDOO\ GLI¿FXOW +DUVPDQ 	 4XLJOH\  /RFDO XQLWV RI
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HQFRXQWHU VWURQJ UHVLVWDQFH WR SURSRVDOV WR JHQHUDWH DGGLWLRQDO UHYHQXH IURP WKHVH VRXUFHV 7KHVH DQG
RWKHUIDFWRUVDUHIRUFLQJDUHDVVHVVPHQWRIWKHZD\VLQZKLFKWUDQVSRUWDWLRQLV¿QDQFHGDQGGHOLYHUHG

2QH DOWHUQDWLYH PHFKDQLVP IRU ¿QDQFLQJ WUDQVSRUWDWLRQ LV WR WD[ WKH YDOXH RI ODQG JHQHUDWHG E\
WUDQVSRUWDWLRQ LPSURYHPHQWV7KH WHUP³YDOXHFDSWXUH´FDQEHDSSOLHG WRD UDQJHRISROLFLHV WKDWDGRSW











%HIRUH IRUPDOO\ LQWURGXFLQJ WKH VHW RI YDOXH FDSWXUH SROLFLHV ZH SURYLGH D UDWLRQDOH IRU WKH YDOXH
FDSWXUHFRQFHSWE\SODFLQJ LWZLWKLQDPRUHJHQHUDO IUDPHZRUNRI WUDQVSRUWDWLRQ¿QDQFHZKLFKGH¿QHV
GLIIHUHQW IXQGLQJPHFKDQLVPV RQ WKH EDVLV RI WKHLU UHODWLRQVKLS WR VSHFL¿F JURXSV RI EHQH¿FLDULHV:H
WKHQ LQWURGXFH WKHSROLFLHVE\GHVFULELQJ WKHPLQ WHUPVRIDVHWRIHLJKWFRPPRQ IHDWXUHVZKLFKSDUW\
FRQWULEXWHV WRZDUG LQIUDVWUXFWXUH SURYLVLRQ GHYHORSHUV RU SURSHUW\ RZQHUVZKDW W\SH RI FRRUGLQDWLRQ
HDFKSROLF\LQYROYHVWLPLQJVSDWLDOH[WHQWRIWKHSROLF\WKHEDVLVRIWKHLQIUDVWUXFWXUHFKDUJHVZKHWKHU
WKH\IDOORQQHZRUROGGHYHORSPHQWWKHW\SHVRIFRVWVWRZKLFKWKH\PD\EHDSSOLHGRZQHUVKLSRIWKH
WUDQVSRUWDWLRQ LQIUDVWUXFWXUH DQG WKH OHYHORI JRYHUQPHQW UHVSRQVLEOH IRUDGPLQLVWHULQJ WKHSROLF\7KH
SROLFLHVDUHWKHQHYDOXDWHGDFFRUGLQJWRDVHWRIFULWHULDGHULYHGIURPSULQFLSOHVRISXEOLF¿QDQFH7KHVH














WR FDSLWDOL]H WKH YDOXH RI PDQ\ W\SHV RI SXEOLF JRRGV LQFOXGLQJ WKH DFFHVVLELOLW\ SURYLGHG E\
WUDQVSRUWDWLRQ QHWZRUNV ,Q ORFDWLRQVRI KLJK DFFHVVLELOLW\ WKLV YDOXH FDQEHTXLWH VXEVWDQWLDO DQG WKXV
SOD\DPRUHLPSRUWDQWUROHLQWUDQVSRUWDWLRQ¿QDQFH
7KHUHODWLRQVKLSEHWZHHQWUDQVSRUWDWLRQQHWZRUNVDQGODQGYDOXHKDVEHHQHVWDEOLVKHGLQDODUJHERG\
RI HPSLULFDO UHVHDUFK WKDW LQFOXGHV VHYHUDO DWWHPSWV WR V\QWKHVL]H SUHYLRXV ZRUN +XDQJ  5\DQ
 *LXOLDQR  6PLWK 	 *LKULQJ  'HEUH]LRQ 3HOV 	 5LHWYHOG  'HVSLWH WKLV
DFFXPXODWHGHYLGHQFHWKHUHKDVEHHQVXUSULVLQJO\OLWWOHLQWHUHVWLQDSSO\LQJWKHSULQFLSOHVRIYDOXHFDSWXUH
WR WKH ¿HOG RI WUDQVSRUWDWLRQ 0XFK RI ZKDW KDV EHHQ ZULWWHQ RQ WKH VXEMHFW KDV WHQGHG WRZDUG WKH
GHYHORSPHQW RI FRQFHSWXDO IUDPHZRUNV +D\DVKL  6WRSKHU  RU WR VW\OL]HG H[DPSOHV DQG
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VLPXODWLRQVRIK\SRWKHWLFDODSSOLFDWLRQV$OOHQ'DOYL	3DWDQNDU%DWW'X	0XOOH\
9DGDOL$OGUHWH	%XMDQGD7KLVSDSHUDLPVWRH[WHQGWKHNQRZOHGJHEDVHRQWKHWRSLFE\





7R XQGHUVWDQG YDOXH FDSWXUH EHWWHU ZH SURSRVH D JHQHUDO IUDPHZRUN RI WUDQVSRUWDWLRQ ¿QDQFH
)ROORZLQJWKHEHQH¿WSULQFLSOHWKDWWKHFRVWRIWUDQVSRUWDWLRQIRUDFRQWULEXWRUVKRXOGEHSURSRUWLRQDOWR
WKHEHQH¿WVUHFHLYHGGLIIHUHQWLQVWUXPHQWVRIWUDQVSRUWDWLRQ¿QDQFHPD\EHGHVLJQHGWRPDWFKGLIIHUHQW
FDWHJRULHV RI WUDQVSRUWDWLRQ EHQH¿WV DQG WKH GLIIHUHQW ZD\V LQ ZKLFK WKHVH EHQH¿WV DUH PHDVXUHG $V
7DEOH  VKRZV WKH EHQH¿FLDULHV FDQ IDOO XQGHU WKUHH EURDG FDWHJRULHV WKH XQUHVWULFWHG JHQHUDO SXEOLF
UHVWULFWHGQRQXVHUEHQH¿FLDULHVDQGGLUHFWXVHUVRIWUDQVSRUWDWLRQIDFLOLWLHV
,Q WKH EURDGHVW VHQVH WUDQVSRUWDWLRQ LPSURYHPHQWV FUHDWH EHQH¿WV IRU WKH JHQHUDO SXEOLFZLWKLQ WKH
ZKROHMXULVGLFWLRQEHFDXVHWKHHQKDQFHGLQIUDVWUXFWXUHPD\OHDGWRHFRQRPLFRUVRFLDOUHWXUQVVLJQL¿HG
E\ WKH JURZWK RI WKH JHQHUDO WD[ EDVH $FFRUGLQJO\ WUDQVSRUWDWLRQ ¿QDQFH PD\ EH DOORFDWHG IURP D
JRYHUQPHQW JHQHUDO IXQG WKDW FRPHV IURP DOO UHYHQXH VRXUFHV 7KLV LV WKH FDVH IRU PDQ\ ORFDO
JRYHUQPHQWVLQWKH8QLWHG6WDWHVDQGPDQ\RWKHUFRXQWULHV,GHQWLI\LQJWKLVJHQHUDOEHQH¿WLVKRZHYHU
WKHPRVW GLI¿FXOW DV LW LV KDUG WR GLVHQWDQJOH WKH JHQHUDO SXEOLF EHQH¿W IURP WKH EHQH¿WV UHFHLYHG E\
LQGLYLGXDOPHPEHUVRIWKHSXEOLF
0RVWGLUHFWO\WUDQVSRUWDWLRQEHQH¿WVDUHHQMR\HGE\XVHUVRIWUDQVSRUWDWLRQIDFLOLWLHVVXFKDVYHKLFOH
RSHUDWRUV RU WUDQVLW SDVVHQJHUV 7KLV SURYLGHV WKH UDWLRQDOH RI GHGLFDWHG VSHFLDO UHYHQXHV IRU
WUDQVSRUWDWLRQ )RU YHKLFOH RSHUDWRUV WKH FRUUHVSRQGLQJ ¿QDQFLDO LQVWUXPHQWV ZRXOG EH JDV WD[HV
GLVWDQFHEDVHGPLOHDJHFKDUJHVYHKLFOHVDOHVWD[HVRUYHKLFOHSURSHUW\WD[HVZKHHODJHFKDUJHVRUWROOV
GHSHQGLQJRQKRZGULYLQJEHQH¿WVDUHPHDVXUHG6RPHRSWLRQVDERYHVXFKDVJDVWD[HVRUYHKLFOHVDOHV
WD[HV KDYH EHHQ ZLGHO\ XVHG E\ WKH 86 IHGHUDO JRYHUQPHQW DQG WKH VWDWHV 2WKHU RSWLRQV VXFK DV












x 6SHFLDO DVVHVVPHQWV PD\ EH OHYLHG LI WKH GLUHFW VSHFLDO EHQH¿WV IRU VRPH SURSHUWLHV GXH WR


















x 1HJRWLDWHG ([DFWLRQV UHTXLUH GHYHORSHUV WR IRUIHLW SDUW RI WKHLU ODQG LQ H[FKDQJH IRU RIIVLWH
WUDQVSRUWDWLRQEHQH¿WV
x -RLQW 'HYHORSPHQW LQYROYHV FROODERUDWLRQ ZLWK WKH SXEOLF VHFWRU VLPXOWDQHRXVO\ WR LPSURYH
WUDQVSRUWDWLRQZKLOHGHYHORSLQJODQGRU
x $LU5LJKWV DOORZ GHYHORSPHQW RQ WRS RI H[LVWLQJ RU QHZ WUDQVSRUWDWLRQ IDFLOLWLHV LQ H[FKDQJH IRU D
¿QDQFLDOFRQWULEXWLRQRUIXWXUHDGGLWLRQDOSURSHUW\DQGLQFRPHWD[HV
1RWHWKDWWUDQVSRUWDWLRQLPSURYHPHQWVPD\FUHDWHYDOXHLQPDQ\GLIIHUHQWZD\VVLPXOWDQHRXVO\DQG
VR PXOWLSOH YDOXH FDSWXUH SROLFLHV FDQ EH FRPELQHG +RZHYHU WKH WRWDO OHYHO RI YDOXH FDSWXUH FDQQRW
H[FHHGWKH WRWDOEHQH¿WVFUHDWHGE\WUDQVSRUWDWLRQRWKHUZLVHWKH¿QDQFLDO LQVWUXPHQWVZRXOGQHJDWHWKH
HFRQRPLFUDWLRQDOHRIGHYHORSPHQW
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7KHODVWFROXPQRI7DEOHVKRZVWKHVXLWDEOHFRVWW\SHVWKDWFDQEH¿QDQFHGE\HDFKWUDQVSRUWDWLRQ
¿QDQFH LQVWUXPHQW ,GHDOO\ FRVW W\SHV VKRXOG EH PDWFKHG ZLWK WKH WLPLQJ RI WUDQVSRUWDWLRQ EHQH¿WV
7\SLFDOO\ GLUHFW XVHUV RI WUDQVSRUWDWLRQ IDFLOLWLHV UHFHLYH WKH EXON RI WKHLU EHQH¿WV WKURXJK WKH XVH RI
IDFLOLWLHV DQG WKXV WKH FRUUHVSRQGLQJ VSHFLDO UHYHQXHV DUH PRVW VXLWDEOH IRU RQJRLQJ RSHUDWLRQ DQG
PDQDJHPHQW 2	0 FRVWV 7KH JURZWK RI WKH JHQHUDO WD[ EDVH RFFXUV WKURXJK WKH OLIH F\FOH RI D
WUDQVSRUWDWLRQ IDFLOLW\ DQG WKXV WKH FRUUHVSRQGLQJ JHQHUDO IXQG UHYHQXHV DUH VXLWDEOH IRU ERWK XSIURQW
FDSLWDOFRVWDQG2	0FRVW)RUYDOXHFDSWXUHEHQH¿FLDULHVSURSHUW\RZQHUVDQGGHYHORSHUVWKHLUYDOXH





,W VKRXOGEHQRWHG WKDWDQ\¿QDQFLDO LQVWUXPHQWFDQEHXVHGIRUDQ\FRVWRFFXUULQJDWDQ\ WLPHZLWK
DSSURSULDWHSODQQLQJDQGXVHRIGHEWDQGDQQXLW\LQVWUXPHQWV$QDJHQF\FRXOGXVHRQJRLQJUHYHQXHWR
SD\EDFNGHEWDFTXLUHGWRSD\IRUFDSLWDOFRVWVRUFRXOGFKDUJHDRQHWLPHIHHWRIXQGDQDQQXLW\WRSD\





:LWK WKH FRQFHSW RI YDOXH FDSWXUH ¿UPO\ VLWXDWHG ZLWKLQ D EURDGHU IUDPHZRUN RI WUDQVSRUWDWLRQ
¿QDQFHZHPD\WXUQRXUDWWHQWLRQWRWKHLQGLYLGXDOYDOXHFDSWXUHSROLFLHVWKHPVHOYHV:HKDYHLGHQWL¿HG
HLJKWGLIIHUHQWSROLFLHVWKDWFDQEHFODVVL¿HGDVYDOXHFDSWXUHSROLFLHV7DEOHLGHQWL¿HVWKHVHSROLFLHVDQG
SUHVHQWV WKH IHDWXUHV RI HDFK SROLF\ LQ HLJKW GLPHQVLRQV 7KH SROLFLHV OLVWHG LQ 7DEOH  DUH ODQG YDOXH







LPSURYHPHQWV DQG LV VSOLWEHWZHHQSURSHUW\RZQHUVDQGGHYHORSHUV -RLQWGHYHORSPHQW DLU ULJKWV DQG










RU LQNLQGSURYLVLRQRI LQIUDVWUXFWXUHEHLQJGHWHUPLQHG WKURXJKD OHVV IRUPDOQHJRWLDWLRQSURFHVV -RLQW
GHYHORSPHQW SROLFLHV E\ WKHLU QDWXUH LQYROYH WKH IRUPDWLRQ RI D SDUWQHUVKLS EHWZHHQ WKH SXEOLF DQG













$ WKLUG ZD\ WR FODVVLI\ WKH GLIIHUHQW SROLFLHV LV WR JURXS WKHP DFFRUGLQJ WR ZKHWKHU WKH SROLF\ LV
LPSOHPHQWHG EHIRUH RU DIWHU WKH DVVRFLDWHG WUDQVSRUWDWLRQ LPSURYHPHQW WDNHV SODFH 6RPH SROLFLHV DUH
LPSOHPHQWHG SULRU WR WKH WUDQVSRUWDWLRQ LPSURYHPHQW 7D[ LQFUHPHQW ¿QDQFH DQG VSHFLDO DVVHVVPHQW
SROLFLHV W\SLFDOO\ UHTXLUH GHOLQHDWLQJ D VSHFLDO GLVWULFW RQ RU QHDU WKH VLWH RI WKH WUDQVSRUWDWLRQ
LPSURYHPHQWDFKDUDFWHULVWLFWKDWOHDGVWKHPWREHHVWDEOLVKHGLQDGYDQFHRIWKHLPSURYHPHQW/LNHZLVH
H[DFWLRQVDUHW\SLFDOO\QHJRWLDWHGGXULQJWKHSODQQLQJSURFHVVIRUDQHZGHYHORSPHQWDQGVRSUHFHGHWKH
WUDQVSRUWDWLRQ LPSURYHPHQW WKDW FRQIHUV DGGLWLRQDO YDOXH RQ WKDW GHYHORSPHQW$LU ULJKWV DUUDQJHPHQWV
DUH W\SLFDOO\ LPSOHPHQWHG IROORZLQJ D WUDQVSRUWDWLRQ LPSURYHPHQW VLQFH LW LV WKH DGGLWLRQDO DFFHVV
SURYLGHGE\WKHLPSURYHPHQWWKDWJHQHUDWHVDGGLWLRQDOODQGYDOXHDQGDWWUDFWVGHYHORSPHQW6HYHUDOW\SHV
RISROLFLHVDUHLPSOHPHQWHGSULRUWRDWUDQVSRUWDWLRQLPSURYHPHQWDQGFRQWLQXHIRUORQJSHULRGVRIWLPH
IROORZLQJ WKH LPSURYHPHQW 6RPH DUUDQJHPHQWV OLNH ODQG YDOXH WD[HV WUDQVSRUWDWLRQ XWLOLW\ IHHV DLU
ULJKWVRUMRLQWGHYHORSPHQWPD\FRQWLQXHLQSHUSHWXLW\DVDVRXUFHRIRQJRLQJ¿QDQFLQJIRURSHUDWLRQV
DQGPDLQWHQDQFH
$ VLPLODUZD\ WRYLHZ WKHGLIIHUHQW SROLFLHV LQ WHUPVRI WLPLQJ LV WR FODVVLI\ WKHPDFFRUGLQJ WR WKH
VWDJHLQWKHGHYHORSPHQWSURFHVVDWZKLFKWKHWD[RUIHHRFFXUV)LJXUHGLVSOD\V WKLVFODVVL¿FDWLRQE\
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GLYLGLQJ WKH GHYHORSPHQW F\FOH LQWR ¿YH VWDJHV XQGHYHORSHG ODQG VXEGLYLVLRQ EXLOGLQJ SHUPLWWLQJ
XQGHUFRQVWUXFWLRQDQGRFFXSDQF\$VWKH¿JXUHLQGLFDWHV WKUHHRIWKHSROLFLHVODQGYDOXHWD[VSHFLDO
DVVHVVPHQW DQG WD[ LQFUHPHQW ¿QDQFLQJ FDQ EH DSSOLHG DW DQ\ VWDJH GXULQJ WKH GHYHORSPHQW F\FOH











$ IRXUWK W\SH RI FODVVL¿FDWLRQ UHODWHV WR WKH VSDWLDO UHDFK RI WKH DIIHFWHG DUHD LQ ZKLFK WKH YDOXH
FDSWXUH SROLF\ LV LPSOHPHQWHG 6RPH DUH W\SLFDOO\ UHVWULFWHG WR OLPLWHG DUHDV RQ WKH VLWH RI WKH
WUDQVSRUWDWLRQ LPSURYHPHQW VXFK DV DLU ULJKWV DQG QHJRWLDWHG H[DFWLRQV /DQG YDOXH WD[HV DQG
WUDQVSRUWDWLRQXWLOLW\IHHVFDQEHVFDOHGXSWRWKHOHYHORIDQHQWLUHMXULVGLFWLRQVXFKDVDFLW\RUFRXQW\WR
FDSWXUHPRUHJHQHUDOO\ WKHYDOXHRIDFFHVVSURYLGHGE\ WUDQVSRUWDWLRQQHWZRUNV7D[ LQFUHPHQW¿QDQFH







WDNHV SODFH DQG WKH W\SH RI SROLF\ WKDWPLJKW EH DGRSWHG WR FDSWXUH LWV YDOXH LV SURYLGHG LQ )LJXUH 
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SODFH RQ D VLWH DGMDFHQW WR DQ LPSURYHG OLQN RU QRGH PLJKW EH LGHDO IRU WKH DSSOLFDWLRQ RI QHJRWLDWHG
H[DFWLRQVWRUHFRYHUWKHFRVWRIWKHLPSURYHPHQW,QFDVHVZKHUHWKHLQÀXHQFHRIWKHIDFLOLW\RQSURSHUW\
YDOXHVH[WHQGVEH\RQGWKHVLWHRIWKHLPSURYHPHQWWRQHDUE\SURSHUWLHVDQLPSDFWDUHDGHQRWHGLQ)LJXUH
DV WKHDUHD VKDGHG\HOORZPD\EHGH¿QHGDQGXVHG WRFROOHFW UHYHQXHV IURPSURSHUW\RZQHUV LQ WKH
IRUPRIGHYHORSPHQW LPSDFW IHHVVSHFLDODVVHVVPHQWVRU WD[ LQFUHPHQW¿QDQFH)LQDOO\VRPHW\SHVRI



























URDG RU RWKHU WUDQVSRUWDWLRQ IDFLOLW\ WKDW JHQHUDWHV WKH JDLQ LQ SURSHUW\ YDOXH LV RZQHG SXEOLFO\ RU






$Q LVVXH FORVHO\ UHODWHG WR WKH RZQHUVKLS RI WUDQVSRUWDWLRQ LQIUDVWUXFWXUH DQG WR LVVXHV RI ZKR LV
UHVSRQVLEOHIRUFRQWULEXWLQJWRWKHSURYLVLRQRILQIUDVWUXFWXUHLVWKHLVVXHRIULVN1HDUO\DOORIWKHYDOXH
FDSWXUH SROLFLHV MXVW GHVFULEHG LQYROYH WKH FDSWXUH RI YDOXH FUHDWHG E\ D WUDQVSRUWDWLRQ LPSURYHPHQW




3ROLFLHV WKDW UHO\ RQ XSIURQW SD\PHQWV IURP GHYHORSHUV IRU WKH SURYLVLRQ RI QHZ LQIUDVWUXFWXUH
JHQHUDOO\ WHQG WR WUDQVIHU ULVN WRGHYHORSHUV7KLVPLJKW LQFOXGHSROLFLHV UHODWHG WRGHYHORSPHQW LPSDFW
IHHVQHJRWLDWHGH[DFWLRQVDQGFHUWDLQW\SHVRIVSHFLDODVVHVVPHQWGLVWULFWV7KHFKDUJHVDUHERUQHDVFRVWV
E\GHYHORSHUVZKRPXVWWKHQUHO\RQVXI¿FLHQWGHPDQGIRUQHZGHYHORSPHQWWRUHFRYHUWKHDVVRFLDWHG
FRVWV ,I SRSXODWLRQ JURZWK HFRQRPLF JURZWK RU RWKHU IDFWRUV WKDW DIIHFW WKH GHPDQG IRU KRXVLQJ RU
FRPPHUFLDOGHYHORSPHQW IDOOVKRUWRIH[SHFWDWLRQVWKHGHYHORSHUZLOOEHXQDEOHWRUHFRYHUWKHFRVWVRI
LQIUDVWUXFWXUHSURYLVLRQDQGZLOOOLNHO\LQFXUD¿QDQFLDOORVV
,Q FRQWUDVW SROLFLHV WKDW UHO\ RQ IXWXUH DSSUHFLDWLRQ LQ SURSHUW\ YDOXHV WR ¿QDQFH WKH FRVWV RI D
WUDQVSRUWDWLRQ LPSURYHPHQW WHQG WR WUDQVIHU ULVN WR WKH SXEOLF VHFWRU 3ROLFLHV VXFK DV WD[ LQFUHPHQW
¿QDQFHODQGYDOXHWD[HVDQGWKHFUHDWLRQRIVSHFLDODVVHVVPHQWGLVWULFWVWR¿QDQFHVSHFL¿FWUDQVSRUWDWLRQ
SURMHFWVHJVWUHHWFDUVVXEZD\OLQHVHWFDUHFKDUDFWHUL]HGE\H[SRVXUHWRWKLVW\SHRIULVN,IWKHYDOXH
FUHDWHG E\ D WUDQVSRUWDWLRQ LPSURYHPHQW IDOOV VKRUW RI H[SHFWDWLRQV UHYHQXHV IURP WKHVH W\SHV RI
PHFKDQLVPVPD\EHLQVXI¿FLHQWDQGUHTXLUHWD[LQFUHDVHVIURPRWKHUVRXUFHVHJJHQHUDOSURSHUW\WD[HV
WR FRYHU WKH VKRUWIDOO 7R WKH H[WHQW WKDW WKH\ DUH XVHG WR ¿QDQFH FDSLWDO FRVWV RI WUDQVSRUWDWLRQ
LPSURYHPHQWVDLUULJKWVDQGMRLQWGHYHORSPHQWDUUDQJHPHQWVPD\DOVRH[SRVHWKHSXEOLFVHFWRUWRWKHVH







$Q HLJKWK DQG UHODWHG GLPHQVLRQ LGHQWL¿HVZKLFK OHYHO RI JRYHUQPHQW VWDWH RU ORFDOZRXOGPRVW
OLNHO\EHUHVSRQVLEOH IRULPSOHPHQWLQJWKHSROLF\7KHWHUP³ORFDO´DVXVHGKHUHPD\HQFRPSDVVERWK
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&ODVVL¿FDWLRQ RI WKH YDOXH FDSWXUH SROLFLHV DORQJ WKH OLQHV RI WKH GLPHQVLRQV VXJJHVWHG LQ 7DEOH 











WKDW ZLOO EH XVHG WR DVVHVV WKH SROLFLHV DUH OLVWHG DORQJ ZLWK DQ\ UHOHYDQW VXEFDWHJRUL]DWLRQ RI WKHVH
FULWHULD ,QDGGLWLRQ WKH WDEOH OLVWVVRPHVDPSOHTXHVWLRQV WKDWPLJKWEHDVNHG WRHYDOXDWH WKHSURSRVHG
SROLFLHVDJDLQVWWKHVHFULWHULD7KHFULWHULDDUHQRWH[KDXVWLYHEXWIROORZFORVHO\VHWVRIHYDOXDWLRQFULWHULD
LGHQWL¿HGE\RWKHUUHYLHZVRIWKHWRSLF+D\DVKL7KH\LQFOXGH
x (FRQRPLF HI¿FLHQF\ ZKLFK UHODWHV WR WKH DELOLW\ RI WKH SROLF\ WR HQVXUH DQ HI¿FLHQW DOORFDWLRQ RI
VRFLHW\¶VUHVRXUFHV7KLVGH¿QLWLRQLVQRWQHFHVVDULO\OLPLWHGWRWKHHI¿FLHQF\DVXVHUFKDUJHVEXWPD\
DOVRUHIHUWRWKHDELOLW\WRHTXDWHPDUJLQDOEHQH¿WVDQGFRVWVRIGHYHORSPHQW
x (TXLW\ ZKLFK GHVFULEHV WKH IDLUQHVV RI UHVRXUFH DOORFDWLRQ DFFRUGLQJ WR GLIIHUHQW VWUDWL¿FDWLRQV RI
VRFLHW\ +HUH ZH HYDOXDWH HTXLW\ DORQJ WZR GLPHQVLRQV EHQH¿W HTXLW\ ZKLFK GHVFULEHV WKH
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GLVWULEXWLRQ RI EHQH¿WV DFURVV GLIIHUHQW VRFLDO VWUDWD DQG DELOLW\WRSD\ ZKLFK UHODWHV WR KRZ WKH
EXUGHQRI¿QDQFHLVGLVWULEXWHGDFURVVYDULRXVLQFRPHJURXSVXQGHUWKHGLIIHUHQWSROLFLHV
x 6XVWDLQDELOLW\ZKLFKLQWKLVFRQWH[WZLOOUHIHUWRWKHDELOLW\RIWKHSROLF\WRVHUYHDVDUHOLDEOHVRXUFH












FULWHULD 0RVW RI WKH SROLFLHV SURYLGH LPSRUWDQW SULFH VLJQDOV ERWK WR GHYHORSHUV DQG WR SXEOLF
LQIUDVWUXFWXUH SURYLGHUV DERXW ZKHUH WR LQYHVW $V D SURYLGHU RI WUDQVSRUWDWLRQ VHUYLFHV JRYHUQPHQW
HQWLWLHVZRXOGEHEHWWHU DEOH WRSULRULWL]H LQYHVWPHQWV XQGHU WKH FULWHULRQ WKDW WKRVH LQYHVWPHQWVZRXOG
FUHDWHEHQH¿WVJUHDWO\ LQH[FHVVRI WKHLU FRVWV DQG WKDW VRPHRUDOORI WKHEHQH¿WFRXOGEHFDSWXUHG WR
¿QDQFH WKH WUDQVSRUWDWLRQ LQYHVWPHQW 3ROLFLHV LQ ZKLFK GHYHORSHUV DUH DVNHG WR FRQWULEXWH WRZDUG WKH
SURYLVLRQ RI LQIUDVWUXFWXUH HJ GHYHORSPHQW LPSDFW IHHV QHJRWLDWHG H[DFWLRQV MRLQW GHYHORSPHQW DLU
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DVVHVVPHQW LVVRPHZKDWVSHFXODWLYH7UDQVSRUWDWLRQXWLOLW\ IHHVKDYH WKHSRWHQWLDO WRHQKDQFHHFRQRPLF
HI¿FLHQF\ E\ PRUH HI¿FLHQWO\ DVVLJQLQJ URDG LQIUDVWUXFWXUH FRVWV DPRQJ XVHUV DQG E\ SURYLGLQJ PRUH
FOHDUSULFHVLJQDOVWRXVHUVUHJDUGLQJWKHFRVWVRIURDGSURYLVLRQ7KHH[WHQWWRZKLFKWUDQVSRUWDWLRQXWLOLW\
IHHVFDQVHUYHWKLVSXUSRVHGHSHQGVODUJHO\RQWKHEDVLVRIWKHIHH6RPHRIWKHWUDQVSRUWDWLRQXWLOLW\IHHV
DGRSWHGE\ ORFDO MXULVGLFWLRQV LQ WKH8QLWHG6WDWHVXVHUHODWLYHO\ VLPSOHIHHVVXFKDVÀDWSHUXQLW IHHV
ZKLOHRWKHUVGLVWLQJXLVKEHWZHHQSURSHUW\ W\SHV VTXDUH IRRWDJHRURWKHUYDULDEOHV WKDWPLJKWFRUUHODWH
ZLWK WULS JHQHUDWLRQ 7KH ODWWHU W\SH RI IHH ZRXOG DSSHDU PRUH IDYRUDEOH RQ HI¿FLHQF\ JURXQGV
([DPLQLQJWKHHI¿FLHQF\LPSOLFDWLRQVRIWD[LQFUHPHQW¿QDQFLQJPD\DOVREHGLI¿FXOWDVWKHUHDUHIHZ
H[DPSOHV RI LWV XVH IRU WUDQVSRUWDWLRQ ¿QDQFH SXUSRVHV UHODWLYH WR LWVPRUH FRPPRQ XVH LQ SURPRWLQJ
XUEDQUHGHYHORSPHQW
(TXLW\





ODQGRZQHUV $VVHVVPHQWV WKDW WDNH LQWR DFFRXQW WKH ORFDWLRQ RI SURSHUWLHV UHODWLYH WR D WUDQVSRUWDWLRQ
IDFLOLW\ PD\ SURPRWH EHQH¿W HTXLW\ WR D JUHDWHU H[WHQW WKDQ WKRVH ZKLFK VLPSO\ FKDUJH DOO SURSHUWLHV
ZLWKLQDJLYHQWKUHVKROGGLVWDQFHDWWKHVDPHUDWH7KHXVHRIH[HPSWLRQVRUGLVFRXQWVIRUFHUWDLQW\SHVRI
KRXVHKROGV HJ ORZLQFRPH HOGHUO\ RU FODVVHV RI SURSHUW\ LV FRPPRQ LQ WKH DGRSWLRQ RI VSHFLDO
DVVHVVPHQWV:KLOHVXFKSURYLVLRQVPD\EHXVHG WRSURPRWHIDLUQHVVRU WR LPSURYHSROLWLFDO IHDVLELOLW\




LQFRPH IURP ORZHULQFRPH LQGLYLGXDOV QHXWUDO RUSURJUHVVLYH LI WKH\ WDNH D JUHDWHU VKDUHRI LQFRPH
IURPKLJKHULQFRPHLQGLYLGXDOV7KHSROLFLHVWKDWWDUJHWFKDUJHVWRZDUGH[LVWLQJSURSHUW\RZQHUVODQG
YDOXH WD[HV WD[ LQFUHPHQW ¿QDQFLQJ VSHFLDO DVVHVVPHQWV DQG WUDQVSRUWDWLRQ XWLOLW\ IHHV WHQG WR EH








SRWHQWLDO RI D JLYHQ UHYHQXH VRXUFH 6RPH RI WKH SROLFLHV FRQVLGHUHG KHUH LQYROYH MXULVGLFWLRQZLGH
FKDUJHVVXFKDVODQGYDOXHWD[HVDQGWUDQVSRUWDWLRQXWLOLW\IHHV7KHVHFKDUJHVWHQGWREHEURDGEDVHGDQG
KDYH WKHSRWHQWLDO WRJHQHUDWH ODUJHDPRXQWVRI UHYHQXHSRVVLEO\ VHUYLQJDVD UHSODFHPHQW IRUH[LVWLQJ
VRXUFHVRI UHYHQXHDW WKH ORFDO OHYHO7KH\DOVR WHQG WREHIDLUO\VWDEOHVRXUFHVRI UHYHQXHZLWKPRGHVW
UDWHVRIJURZWKDVWKH\DSSO\WRERWKH[LVWLQJDQGQHZGHYHORSPHQW
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UHYLHZ SURFHVV 7KH UHPDLQLQJ IRXU SROLFLHV VSHFLDO DVVHVVPHQWV WD[ LQFUHPHQW ¿QDQFLQJ MRLQW
GHYHORSPHQWDQGDLUULJKWVKDYHFHUWDLQIHDWXUHVWKDWPDNHWKHPDGPLQLVWUDWLYHO\PRUHFRPSOH[VXFKDV
UHTXLUHPHQWV IRUDGGLWLRQDOH[SHUWLVH LQ UHDOHVWDWHPDQDJHPHQWDQG ODZMRLQWGHYHORSPHQWDLU ULJKWV






SUHVVLQJ LVVXH SHUKDSV ZLWKLQ WKH QH[W GHFDGH IRU XQLWV RI JRYHUQPHQW DW DOO OHYHOV 6WDWH DQG ORFDO
JRYHUQPHQWV LQSDUWLFXODUPD\EHZHOO SRVLWLRQHG WR WDNH DGYDQWDJHRI YDOXH FDSWXUH DV D UHSODFHPHQW
VRXUFHRIUHYHQXH$VVXJJHVWHGE\WKHJHQHUDOIUDPHZRUNRIWUDQVSRUWDWLRQ¿QDQFHSUHVHQWHGKHUHYDOXH
FDSWXUHSROLFLHVPD\EHSDUWRID IUDPHZRUN IRU VHWWLQJFKDUJHV WKDW UHFRJQL]HV WKHGLIIHUHQWJURXSVRI
EHQH¿FLDULHV DIIHFWHG E\ WUDQVSRUWDWLRQ LQYHVWPHQWV 7KH IUDPHZRUN VXJJHVWV WKDW D PL[ RI JHQHUDO
UHYHQXHV XVHU IHHV DQG ODQGEDVHG UHYHQXHV PD\ EH DSSURSULDWH WKRXJK WKH TXHVWLRQ RI WKH RSWLPDO
DPRXQWWREHGHULYHGIURPHDFKVRXUFHUHPDLQVRSHQ
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